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Estimate 
Exchange Rate: U.S. $ 1.00 = B20.42 1978 1979 1980 80/79 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 22,749 26,760 32,288 + 20.7 
GNP at Constant (1972) Prices 12,588 13,217 13,948 + 5.5 
Per Capita GNP,Current Prices(US $) 504 580 684 +. 17.9 
Gross Fixed Capital Formation 
at Current Prices 5,733 7,069 8,752 + 23.8 
Personal Income 16,995 21,793 n.a. - 
Indices: (1972=100) 
Agricultural Production 
Rice (Paddy) 235.3 136.7 135.3 130 
Maize 230.4 251.0 239.5 - 4.6 
Sugar cane 212.8 131.0 189.2 + 44.4 
Tapioca 402.6 293.2 320.8 + 9.4 
Labor Force (in thousands) 21,895 21,420 nia. ~ 
MONEY AND PRICES 
Money Supply 2,991 2,999 3,411 +.13.7 
Interest Rates Commercial Bank Prime 11.6 12.8 16.3 + 27.3 
Indices: 
Wholesale Price (1976=100) 115.8 128.8 154.7 + 20.1 
Consumer Price (1976=100) 116.1 127.6 152.7 + 19.7 
BALANCE OF PAYMENTS AND TRADE 
Gold and Foreign Exchange Reserves* 1,294 1,749 2,154 + 23.2 
External Public Debt 1,788 2740 4,000 + 47.4 
Annual Debt Service 826 952 1,230 + 29.2 
Balance of Payments - 651 - 388 255 ~ 
Balance of Trade -1,265 -1,860 2917 + 56.8 
Total Exports, FOB 4,068 5,298 6,535 + 23.3 
Exports to U.S. , 448 593 820 36.3 
Total Imports, CIF 5,333 7,158 9,452 T3250 
Imports from U.S. 726 1,114 1,542 F411 


THAILAND - KEY ECONOMIC INDICATORS 


Main Imports from U.S.: (1979) (Mill.$): Machinery, Mechanical Appliances and 


Parts (116.6), Electrical Machinery’ (187.0), Cotton (87.1), Plastic (70.4), 


Fertilizer (40.9), Tobacco (36.3), Iron and Steel (90.9) 


Footnotes: *Net Foreign Exchange Position 


Sources: National Economic and Social Develanalint Board: Bank of Thailand; 
Business Economic Department; National Statistical Office. 
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The Economy 


Thailand encountered two major short-term problems in 1980--con- 
tinued high rate of inflation and a worsening trade deficit. 


Inflation was at the rate of 20 percent. The major impetus was 
petroleum price increases but cost-push inflation also bore a 
major responsibility. Unused to the inflationary rates now preva- 
lent in the economy, suppliers and merchants increasingly resorted 
to anticipatory price increases, which served only to heighten 
inflationary pressures. Government reluctance to pass on overdue 
utility, public transport, and energy price increases was overcome 
in January 1981 by the realization that the continuation of sub- 
sidies in these areas could come only at the expense of vital in- 
vestment programs or further debt. 


A mounting trade deficit, spurred by higher petroleum prices, was 
responsible for serious current-account deficits. The most recent 
statistics indicate a 1980 yearend trade deficit of $2.9 billion, 
considerably below earlier estimates but a 24 percent increase 

over 1979. Nevertheless, government figures project a $255 million 
balance-of-payments surplus for the year--the result of the amend- 
ment of usury laws in December of 1979, which permitted local 
interest rates to rise to world competitive levels. The resulting 
inflow of short-term money throughout the year brought liquidity 

in local institutions to near record levels. 


Despite the current-account problem, the debt-service ratio remains 
manageable, and both multilateral and commercial banks continue to 
show strong confidence in Thailand. However, further increases in 
the current-account deficits along with growing public and private 
debt would make it increasingly difficult to cover the gap by bor- 
rowing. 


The Thai Government is presently working on its fifth Five-Year 
Plan, in which current economic problems are receiving earnest at- 
tention. With newly developing domestic natural gas and lignite 
resources, Thailand's energy problem seems manageable, and Thailand 
hopes to hold petroleum imports (in quantitative terms) to the 
present level over the next 5 years. Tighter government manage- 
ment, improved cooperation with the private sector, and a greater 
public ‘understanding of the global energy problem will be needed 

to achieve this, together with the goals of 7 percent real growth 

a year and a more equitable distribution of income between the 
urban and rural areas. 
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In January, the Thai Government restructured its economic policy 
organization. The Economic Policy Coordination and Supervision 
Committee was formed with the Prime Minister as head and including 
all four Deputy Prime Ministers. Dr. Snoh, former Governor of the 
Bank of Thailand and now Secretary General of the National Economic 
and Social Development Board, became the Executive Director of this 
committee. The step was taken to improve the coordination and di- 
rection of national economic policies. It should also form a more 
effective tie between the planning and policymaking sectors of the 
Government. 


During its first 6 months in office, the Government rolled back 
part of the petroleum price increases that had led to the resigna- 
tion of the previous Kriangsak Government. It generally attempted 
to hold prices in line despite strong inflationary pressures. Fi- 
nally, in October, the Government began a process of allowing 
gradual and selective increases in prices in commodities under 
price pressure as well as in public utilities that has continued 
through the first of the year. So far public reaction to these 
increases has been restrained. 


Total government expenditures reached an estimated $5.8 billion in 
FY 1980 or about 32 percent over the previous year's budget. Part 
of this increase was due to unplanned increases in civil service 
pay and the necessity of implementing a rural job creation pro- 
gram. Government revenue for FY 1980 is projected to reach $4.64 
billion. While this is some 20 percent higher than the previous 
year, it nevertheless leaves a deficit of $1.19 billion to be 
financed by domestic institutions. The Government has made a con- 
certed effort during the year to improve on tax collection while 
offering some tax relief to low- and middle-income wage earners. 


Of considerable importance to the Thai economy during this period 
has been financial support by the international banks and the Gov- 
ernment of Japan. During the past 2 years, the World Bank and the 
Asian Development Bank have been supplying about a third of the 
foreign loans needed for Thailand's public sector or about $700 to 
$800 million. Thailand's largest bilateral source of developmental 
loans is the Government of Japan. During the current year, it is 
supplying some $243 million in developmental loans at a 3 percent 
interest rate and a 30-year maturity. The multilateral development 
banks and the Government of Japan will likely continue to be Thai- 
land's major source of developmental loans through the fifth Five- 
Year Plan commencing in October 1981. 








Balance of Payments 


The Bank of Thailand reports a balance-of-payments surplus of about 
$255 million for 1980. This was the country's first balance-of- 
payments surplus since 1975. : 


This surplus was due to a significant increase in net services, un- 
requited transfers, and capital movements. The payments surplus 
was achieved despite a trade deficit of about $2.9 billion. Prin- 
cipal services receipts were from tourism (estimated at $660 mil- 
lion) and remittances from workers overseas. Foreign government 
expenditures, insurance, and freight have also been increasing at 

a higher rate. Transfers of capital for the private sector in- 
creased heavily, reminiscent of the 1973-74 period. Net public 
transfers (excluding such sources as the IBRD and ADB) rose over 
200 percent for the first 9 months due to expenditures by interna- 
tional organizations on refugee and relief programs, concessions, 
and general fees. Higher domestic interest rates and the temporary 
remission of taxes on remitted interest led to an almost doubling 
of net capital inflows from foreign financial institutions during 
this period. Net public (government) capital movement into the 
country showed a 50 percent increase. This included drawdowns on 
loans for several projects, inflows from the issuance of government 
bonds overseas, and loans for the purchase of Thai Airways Interna- 
tional aircraft and military goods. Foreign private loans for the 
Electricity Generating Authority of Thailand, National Petroleum 
Authority, Industrial Finance Corporation of Thailand, and the Na- 
tional Housing Authority also contributed to the inflow. 


Official reserves at the end of the first 9 months totaled $3,353.8 
million, an increase of $224.8 million over the end of the previous 
year. The higher level of international reserves was attributed to 
an increase of assets and a decrease of commercial bank debts 

which resulted in a net drop in foreign debts of $503.6 million. 
Net international reserves as of November 1980 totaled $2,233.1 
million, an increase of $474.1 million compared with the end of 
1979. 


Thailands' total debt service payments resulting from both official 
and private foreign liabilities represented approximately 15 per- 
cent of earnings from exports of goods and services, a slight 
increase from the previous year. With the prevailing high level of 
reserves and a moderate external debt burden, Thailand's external 
payments position continues to be good. 








Energy Developments 


Thailands' gloomy energy picture brightened significantly with 
Union Oil's recent announcement substantially increasing its esti- 
mates of gas reserves in the Gulf of Thailand. While no panacea 
for Thailand's short-term energy situation, the promise of larger 
reserves improves Thailand's prospects of being able to meet its 
objective of zero growth in the quantity of petroleum imports over 
the next 5 years. In 1980, Thailand spent some $3 billion for 
crude and refined product imports--a figure well exceeding the 
trade deficit for the year. 


The estimated reserves in the Union Oil concessions areas have 
been almost tripled over the previous estimates of 1.5 trillion 
cubic feet. The earlier estimated lifespan of 20 years for the 
field at an offtake of 150-250 million cubic feet per day has been 
extended to some 50 years. Total gas reserves for the entire Thai 
area in the Gulf are now estimated at 12.5-15 trillion cubic feet. 
The increased supplies give the country the option of a combination 
of exports and industrial uses and have very positive implications 
for Thailand's balance-of-payments situation, as well as domestic 
investment and industrialization prospects. Prospects are good for 
completing pipeline construction on time, which will allow that 
part of the Union field covered by a price agreement to come on- 
stream by October 1. On the negative side, there is still no price 
agreement covering Union Oil's second field or the important Texas 
Pacific concession area. 


According to the Petroleum Authority of Thailand (PTT), plans are 
going ahead for the expansion of the TORC refinery from 65,000 
barrels per day (bbl1/d) to 165,000 bbl1/d, despite political pres- 
sures to revise the agreement. By the terms of that agreement, 
PTT and the Crown property bureau will own 49 percent and 2 percent 
respectively, while TORC and Shell will own the remaining 49 per- 
cent. According to a PTT representative, the expansion will cost 
around $580 million. A contractor for that project will be chosen 
in 1981. On the other hand, there are no definite plans concern- 
ing the often discussed proposals to expand the capacity of the 
ESSO and Summit refineries. Prospects for the construction of a 
new fourth refinery are also uncertain. 


The Government ordered further energy saving measures last Decem- 
ber. These include closing of gas stations at 6 p.m. and extend- 
ing the Sunday closure of gas stations from Bangkok to provincial 
and highway stations. (Stations normally dispensing diesel to 
trucks and buses will not be affected.) Advertising neon signs 
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now have to be shut off at 9:00 p.m. (considerably changing the 
ambiance of Bangkok's famed Patpong Road), and since the lst of 
January, TV stations have reduced weekday programming to 8 hours 
per day. Suggested but not enacted were a ban on driving between 
1:00 a.m. and dawn and gas rationing. ‘ 


Agriculture 


While heavy monsoon rains caused losses to some truck gardens, or- 
chards and fish ponds, they brought a bountiful agricultural year 
for Thailand. Sufficient water is now secure in up-country dams 

to assure normal off-season irrigation compared to a forced re- 
duction last year. Other ground water supplies are also adequate. 
Though not reflected in current calendar year projections, which 
include the lost production from the dry season drought, agricul- 
tural production for the 1980 crop year increased sharply, perhaps 
by 10 percent. This increased production will be reflected more in 
1981 export statistics. 


Along with improved prospects for the current crop year, Thai farm- 
ers will benefit from current government efforts to ensure minimum 
farmgate prices substantially above the average received for last 
year's crops. The price farmers receive for their produce is re- 
garded as the keystone to increasing rural productivity and income. 
Farmers chronically have been unable to finance measures needed to 
improve productivity because of low farmgate prices, often despite 
much higher international prices for their products. This year 
Sugar cane growers should receive 60 percent more for their produc- 
tion while rice farmers will get about 25 percent more. This will 
result in camparably higher prices for urban consumers and along 
with other increases could cause political problems for the Govern- 
ment. The Government maintains its export tax and premium and con- 
tinues to require exporters to sell to it at low prices an equiva- 
lent of 60 percent of the exported tonnage in low-quality rice. 
This is used as a reserve which is subsequently sold to the poor at 
a small markup. This promises to act as a brake on rising prices 
for higher qualities of rice and to ease urban discontent over in- 
flationary increases of other food prices. 


Other crops with improved prospects for higher production and 
higher minimum prices include tapioca, maize, and cotton. 


A lively export demand has made for bouyant farm prices. This and 
government agricultural policies show promise of easing poverty in 
rural areas. 











Eastern Seaboard Development 


In contrast to other less successful efforts to focus further in- 


dustrial development away from the Bangkok environs, the eastern 
seaboard development has been an outstanding success. The eastern 
seaboard area is roughly that area extending from outside Bangkok 
southeastward following the coast to Rayong on the south. With 
the completion of a double-laned super highway through much of this 
area down to Pattaya during the past 2 years, along with the 
marked improvement of access and feeder roads, economic development | 
has gone ahead in this area at a near-feverish pace. The prospec- 
tive emplacement of the gas pipeline through this area has stimu- 
lated this development. The area includes the rapidly developing 
tourist "mecca" of Pattaya, as well as the port development proj- 
ects at Sattahip and the possibility of additional port and in- 
dustrial park facilities at Laem Chabang. Regional planning, how- 
ever, has been hampered by conflicts among competing political and 
business interests at both the local and the national level. In 
addition, the area lacks sufficient water supplies to support both 
envisaged tourist and industrial development. Nevertheless, with 

or without planning, development continues, and the eastern sea- 
board is becoming the first decentralization success story of 
Thailand. An earlier issue of this report likened the area to an 
Asian "Cote d'Azur." It's rapidly getting there. With prudent 
planning and controls it can evolve into a highly developed area 

the Thai can point to with justifiable pride for years to come. 


Implications for U.S. Business 


While the Thai Government continues its efforts to facilitate 
foreign investment, some foreign investors, nevertheless, remain 
concerned over what they feel is the continued bureaucratic inertia 
in making the program effective. 


Investment and marketing prospects are now much brighter in those 
industrial processes using natural gas as a fuel stock. No firm 
decision has been made on the best uses of gas deposits in the 
longer term, but the Government appears flexible and open to sug- 
gestions. Energy substitution and conserving technology will be 
in high demand as Thailand pushes ahead with its efforts to de- 
crease its dependence on petroleum-based fuels and to use local 
supplies of natural gas and lignite as a substitute. Additionally, 
the Government is currently entertaining a number of proposals to 
produce synthetic fuels, based on Thailand's potential for heavily 
increased agricultural production. 
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In the final analysis, however, Thailand's future will continue 
to rest on an agricultural base. Thailand is a major world ex- 
porter of rice, rubber, corn, sugar, tapioca, and pineapples, 
although its productivity for some of these crops lags far behind 
some of its more advanced neighbors. There are excellent invest- 
ment and marketing possibilities in the agro-industry and food 
processing areas. 


Despite existing problems, Thailand has the resources and talents 
to continue its enviable growth record which over the past two 
decades has seen about a 7 percent annual increase in real terms. 
American entrepreneurs would do well to focus on Thailand. 
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